(ow 
> 


An NBC Radio Discussion by 


RAY E. BROWN 
MICHAEL M. DAVIS 


“Selections from MEDICAL CARE FOR TOMORROW - 
- By Michael M. Davis ; we 


"PAYING FOR HOSPITAL CARE 
By Ray | E. Brown 


MAY 8,1955 ‘0 cents 


ote 


% 


CONTENTS 


Around the Round Table .. . 


RAY E. BROWN, hospital administrator and educator; superintendent, Univer-: 
sity of Chicago Clinics and Hospitals since 1945 and professor and director ofi 
the graduate program in hospital administration, School of Business, Univer 
sity of Chicago; president-elect of the American Hospital Association; trustee, 
University of Chicago Settlement since 1945; Home for Destitute Crippled 
Children; president, Gilkey Foundation (1951-53); member of the editorial 
board of Hospital Management 


MICHAEL M. DAVIS, medical administrator; chairman of the executive com~ 


mittee, Committee for the Nation’s Health, since 1946; chairman, Committee: 
on Research in Medical Economics since 1937; formerly consultant on health 
studies for the U.S. Social Security Administration (1936-52) ; professorial lec-: 
turer, University of Chicago (1932-36); director of medical services, Julius: 
Rosenwald Fund, Chicago (1928-36); organizer of the pay clinic, Cornell Uni 
versity Medical College, New York City (1921); secretary, Committee on Dis+ 
pensary Development.in New York City (1920-27); director, Boston Dispen-i 


| 


' 


| 


sary (1910-20) ; author of numerous books on medical care and hospital finane-: 


ing, including Medical Care for Tomorrow (1955) 


MILTON FRIEDMAN, economist; professor of economics, University of at i 


cago; member of the research staff, National Bureau of Economic Research; 
formerly with the Division of Tax Research, U.S. Treasury Department (1941 


43); National Resources Committee (1935-37); author of Essays in Positive 


Economics (1953) and other publications in economics and statistics 


SELECTIONS FROM MEDICAL CARE FOR TOMORROW 


By Micuart M. Davis. END” sya Rs ae ans gine eee 12 


PAYING FOR HOSPITAL CARE 


By RAY Be BROWN scr 6 Fu eh AE ewe re ee er a 


THE UNIVERSITY OF CHICAGO ROUND TABLE 
Epwarp W. RosENHEIM, Jr., Director 


Leon Scutosser, Editor 


1102d Broadcast in Cooperation with the Natignal Broadcasting a 
COPYRIGHT, 1955, THE UNIVERSITY OF CHICAGO 


The University of Chicago Rounp TABLE. Published weekly. 10 cents a copy; jadlsjeah 


subscription, 52 issues, three dollars; special prices on bulk orders. Published by the 
University of Chicago, Chicago 37, Illinois. Entered as second-class matter leneny 3} 
1939, at the post office at Chicago, Illinois, under the Act of Meet 3; 1879. 


5 | 

all 
~ | 
| 


| 


| 


Who Should Pay for 
Hospital Care? 


i * 
__ Mk. Frrepman: Today is not only Mother’s Day; it is also the first 
: day of National Hospital Week. This year, National Hospital Week 
assumes special importance because it commemorates the twenty-fifth 
anniversary of the establishment of Blue Cross, a prepayment plan 
for hospital care that now has nearly fifty million members. Joining 
/me in a discussion of who should pay for hospital care are Michael 
| Davis and Ray Brown. In the face of such authorities as yourselves, 
gentlemen, I hasten to add that my part is solely as a patient and an 
economist, though not always a patient economist. As an outsider, 
_ what strikes me at the outset is that hospitals are organized on a plan 
very different from most of our activities. They are conducted neither 
: by private enterprises nor by governments but on a nonprofit basis. 
Davis, how do you explain this? 


Mr. Davis: Hospitals began in this country partly on the tradition 
of the medical profession, which is one of service, and they began, 
otherwise, from the community standpoint on the tradition of our 
churches and governments, which is a tradition of charity. Those are 
the two foundations of the hospital system in this country. 


Mr. FriepMan: Brown, do you agree? 


Mr. Brown: I would agree with what Davis said and add that hos- 
pitals are really social agencies. They are social agencies because they 
so profoundly affect the most basic or essential element of the public 
service, that is, the public’s health. 


Mr. FriepMan: But this is true of a great many other activities, 
and I do not find myself persuaded by this argument. After all, the 
provision of medical care itself by physicians is also a provision of 
the same kind of service. So are our food-producing industries and 
so on; and yet all these seem to be organized on a basis of private 
enterprise rather than nonprofit. 
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Mr. Brown: The problem in health care is the cost of health care 
because it is needed by everyone regardless of his or her financi 
situation. By having hopitals organized as nonprofit, we are able te 
get certain community benefits, such as free taxes or donated capita 


for the hospital plant. 


Mr. FriepMan: But this is saying, I take it, that it is profitable t 
organize hospitals on a nonprofit basis? 


Mr. Davis: No; there is no money profit in it. The profit is to th 
community as a whole, to the better health of its citizens, which haa 
an economic value to the people themselves and to the whole public. 


Mr. FriepMan: But this is equally true of the great part of ou 
activity, which is organized through private enterprise. The real funa 
tion of our automobile industry is to serve the community at larg 
provide its people with automobiles; of our food industry, to provid 
food. And in these other areas we seem to find that the best way t 
provide adequate service is through private enterprise organization. 


Mr. Brown: There is nothing at all wrong with that. However 
the public believes (and of course rightly believes) that every persor’ 
should have access to hospital care. In order to do this, at a price thas 
the public can afford, hospitals need as much subsidy from the comr 
munity as possible. And that aid can be gotten by organizing on ; 
nonprofit basis. Nonprofit really means that no person derives a direcs 
financial benefit—that is, in the form of dividends from the invests 
ment in the hospital. 


Mr. FrrepMan: I am not sure this covers the case, because I woule: 
say that the same thing applies in medical care and food and many 
other things. But it does bring us very much to our main point of ite 
program, which is: “Who should pay for hospital care?” What you are 
now saying, if I understand you, is that, whereas in other forms ii 
service the customer pays, here the customer should not pay. 


Mr. Davis: I do not agree with that at all. The customer should pay) 
The question is how he should pay. And on that point, if you wan 
to go into it, I should say that the customer should pay. But me 
hospital care is generally required in terms of acute illness, and is 
emergency, in which the customer has no choice and which he cani 
not predict in advance, the customer must pay through some fo 
of organized group payment. 
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Mk. FrrepMan: Organized group payment is one way; but I wonder 
whether the broader issue doesn’t arise? Many people have argued 
that the customer individually should not pay; and the argument 
that Brown was making was, I take it, an argument that he should 
‘mot pay; that it was appropriate to have the community, in some 
broader sense, provide the facilities. 


Mr. Brown: You took it wrong, Friedman. What I was saying was 
that the cost to those who do pay is so high that the community has 
seen fit through the nonprofit organization to permit hospitals to oper- 
ate without some of the overhead that occurs in other forms of indus- 
try in which the emergency nature of the service (such as the automo- 
bile industry you mentioned) is not present. I would agree very much 
with Davis that the individual should pay or that his family should 
pay (at least in all those cases in which the individual is competent to 
pay); and in my thinking that would be the highest percentage of the 
cases. As a matter of fact, in the American hospital scene today, per- 
haps 90 per cent of the patients are paying through prepayment or 
| directly out of their own savings for hospital care; but it is in the effort 
_to mitigate the burden for the entire population that we try to hold 
hospital costs down. 


Mr. FrizepMan: This question of how they should pay has taken 
mostly the form, as you have been putting it, in terms of people paying 
for it on an individual basis or people paying for it on a collective 
basis. This is the point that Davis was emphasizing. But isn’t there a 
further and more important distinction between paying for it on a 
collective basis through voluntary arrangements, on the one side, and 
| paying for it through governmental channels, on the other? 


Mr. Davis: We pay for it now. Nearly all the hospital care is paid 
for through government for long-term illness. That involves a major- 
ity of our total number of a million and a half hospital beds; about 
nine hundred thousand are governmental beds of that type. We pay 
for it, also, through government for a certain proportion of the popu- 
lation in general hospitals, voluntary and governmental, who have no 
incomes at all—that is, those who are indigent. But the main choice 
_in my mind is between individual payment for an unpredictable and 
serious illness and group payment, which makes it possible for people 
_ collectively or individually to budget their costs for illness. 


Mr. Brown: I would agree fully with that, Davis. The big question 
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that faces the public today—regarding who should pay for hospital care: 
—is not who should ultimately pay for it (because the individual must 
ultimately pay for it through one form or another) but rather how the 
individual pays for it. And the experience that hospital administrators 
all over the country have had in the last twenty-five years (since Blue 
Cross has come into being) has been that it is much easier for the hoss 
pital to collect its costs from the patient if the patient has budgetec 
through small monthly payments by paying into a prepayment plan 
such as Blue Cross, or into a commercial insurance plan. 


Mr. FriepMan: But suppose individuals would prefer not to do sof 
My own view would be that individuals ought to be free to make the 
particular arrangements to suit them best. Those people who want 
insure themselves (who want to accumulate funds in savings accountsé 
and so on) against such occurrences should be free to do it. Those who 
want to join collective arrangements like Blue Cross should be free t 
do it. It is on this line, it seems to me, that the general term “collec# 
tive payment” conceals a real difference of opinion. 


Mr. Davis: I would quite agree on the principle that Americans! 
ought to be free to make their own choices. I also would agree that 
Americans in general are rather sensible people, with a sense of honoz 
in making their choices. And when the choice is paying for an expen 
sive form of hospital service (where the average day’s cost in a goo 
hospital today is about equivalent to the average year’s cost of a goo 
prepayment plan for hospital care), most Americans will make that 
choice very simply. They would prefer a form of group payment; those 
who have no incomes have to get their group incomes from the pay- 
ments of others, and in the main that has to be from government. 


Mr. Brown: I think I detected a question in Friedman’s statement: 
I believe he would like to sound us out as to whether we believe that 
compulsory insurance or the voluntary method is best. I subscribe over- 
whelmingly to the voluntary method, even if it means some gross in- 
efficiency in the entire system. I feel that the American people are more 
apt better to utilize, more economically to utilize, a service in which 
they voluntarily enter into, and may voluntarily withdraw from if it 
costs too much, than they would be by being compelled to enter where 
they would have no voice in the actions or in the cost of the plan that 
they were involved in. 


Mr. FrrepMan: The fact that nearly fifty million people have ‘cine 
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: Blue Cross must mean, as Davis says, that a very great many people 


do prefer to pay for it in this form rather than in making their own 


{ arrangements; but I think, Brown, you are quite right in bringing out 


this essential difference in principle. Davis, suppose that in fact no 


more than these fifty million decide that they ever want to join the 
voluntary organizations. Would you feel that there was a case for 
» going farther and for having some kind of compulsory arrangement? 


_ Mr. Davis: I would be guided (and, as a matter of practical fact, we, 


) as a nation, would be guided) by the other people, the hundred million 
| who did not choose voluntarily to join Blue Cross. As a matter of fact, 


we now have another forty-five million joining other forms of insur- 
ance besides Blue Cross, with some hospital care provided for. If the 
majority of Americans who do not have hospital insurance on a vol- 


| untary basis (or who are not satisfied with their voluntary insurance) 


want to have a universal system with the payments required by law, 
well, then, I would say that, if they believe that is the only way of 
doing it, that is all right; that is American. 


Mk. FriepMan: I find it hard to understand what “voluntary” means 


> if it means that 51 per cent of the people tell the other 49 per cent of 


the people that they must join a plan. If the 51 per cent of the people 
want to have their plan, fine and good. Let them organize themselves 
upon any basis they will. But what does the word “voluntary” mean, 
Davis? 


Mr. Davis: It means the same thing as it does in our public school 
system. We are committed, as a nation, to the establishment and main- 
tenance of public schools everywhere. We do not prevent private schools 
being established; but we do not remit taxes, school taxes, to bachelors. 


Mr. Friepman: I, for one, would feel that we should. But let us not 
get into the area of financing of education. I would call our present 
educational system a compulsory system. We have a system whereby 
people are compelled to contribute to the support of schools, and, more 
important (because I think this is the basic element of it), each indi- 
vidual is compelled to get an education. Now, I am not arguing that 
this is bad or good. I think it is mostly good. But what I am saying is 
that this is not a voluntary system. 


Mr. Brown: I would agree with you that public education is not 
voluntary, and I would disagree very much with Davis that there is 
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too much analogy between the two systems, that of hospitals and that 
of public schools. Fortunately we do not have to pursue this too far; 
because the American people have demonstrated they do believe in vol-. 
untary prepayment. At the present time we have over ninety-five mil-. 
lion who are involved in one plan or another. Another thing, the: 
American people now have access to the best hospital system in the: 
world, one that has kept pace with all medical developments. So, II 
see no necessity for us to invite intervention by a third party, which: 
might compel people to act differently than what they feel responsible: 
to do. . 


Mr. FrrepMan: There may be no immediate issue in hospital care. 
And I for one feel very pleased, indeed, that that is the case. But Il 
suspect this same issue is going to be fought out as well in the very: 
closely related sister-field of medical services themselves. 


Mr. Davis: I feel very strongly that we cannot set up any satisfactory’ 
system of hospital care, including the payment for it by insurance, by® 
separating hospital service from the rest of medical service, chiefly for: 
two reasons. A system of hospital care insurance only leads to overuse: 
of hospitals, because it makes it easier and cheaper for the doctor and the: 
patient to go to a hospital when they do not have to. A general system 
of medical care insurance—and we have some excellent examples of it: 
on a voluntary basis today—reduces the amount of hospital care that: 
is necessary, because it utilizes preventive medicine to keep people on: 
their feet and at work whenever possible. 


Mr. Brown: I would have some difference of opinion there. I think: 
that the hospital system can operate separately from the medical care: 
aspects. The hospitals can be the best possible workshops for the doc-: 
tors without involving the doctors as a part of the hospital organiza- 
tion. I realize that this is a discussion that we could spend several more. 
Rounp Tasxzs on, so I won’t get into it, except to say that at present 
we do see some abuse of our prepayment plans. 


Mr. FriepMan: I take it, Brown, on this relation between the medi- 
cal care and the hospital care, that, in general, physicians are very fond 
of and very favorable toward the kind of hospital insurance arrange- 
ments that are in vogue, including many who would be opposed to 
similar arrangements for medicine. 


Mr. Davis: Quite true, because the satisfactory arrangements for 
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medical care involve more of the change in the habits of the doctor as 
regards getting his income. 


Mr. Friepman: Is it partly that the arrangement for hospital care 
makes it rather easier for the doctor to collect his bills? 


Mr. Davis: I would say that there has been some evidence to that 
effect, though I do not want to impute motivations to doctors. 


Mr. Brown: I may say that you are not quite right, Friedman, in 
saying that doctors would be antagonistic to prepayment for medical 
care, inasmuch as we now have somewhere around sixty million of our 
population who are covered for surgical and medical benefits. It is 
quite true that those benefits are not payable in most instances unless 
the patient is hospitalized. 


Mr. FriepMan: Again the fundamental question of the medical care 
side, I take it, is the question we have been discussing. Ought the 
group arrangements be voluntary, as they are in many cases now 
(again I, for one, would argue that the more, the better; let us have 
all manner of diversity in voluntary arrangements), or ought they be 
' made compulsory (and again my view would be that compulsion has 
no place) ? 


Mr. Davis: My view on that is this: I believe we should develop, if 
we possibly can, toward the continuous and permanent administra- 
tion of medical services and hospital services by nongovernmental or- 
ganizations which represent the interest of the people who receive and 
pay for care in one way or another and of the professions and institu- 
tions it furnishes. I believe we can attain that goal if we are flexible 
enough. If we do not, I am afraid that the insistent demand of the 
mass of the American people for the benefits of medical service, and 
keeping them abreast of the new discoveries, will force us into action; 
if there is much resistance to it, it might mean more governmental 
action than I would like. 


Mr. Brown: I would like to say this: Government intervention 
means, simply, that individuals do not know how to spend their money 
rationally. It has always impressed me as being very silly to think that 
a person in the first place who did not know how to spend his money 
very rationally could elect people and have them tell him how to spend 
his money rationally. In other words, you start off with the same fel- 


8 THE UNIVERSITY OF CHICAGO ROUND TABLE 


low, and you cannot trust him to spend his own money, but you can: 
trust him to elect others who can tell him how to spend it. 


Mr. FriepMan: I am not sure I would go along with that on thiss 
ground: It seems to me the fundamental issue is not whether peoples 
spend it rationally but whether people should make their own mis-- 
takes or have their mistakes made for them by government adminis-- 
trators. 


Mr. Davis: I would say, simply, that I am neither a psychiatrist norr 
a politician. 

Mr. FrrepMan: Coming back to the more immediate question of! 
hospital care, I wonder whether another important issue that we ought! 
to consider are the various forms of voluntary arrangements for pre-- 
payment. I take it that Blue Cross represents one broad kind of ar-- 
rangement, namely, group nonprofit organization, administered some- - 
how through the hospitals; and that another form is the very rapidly” 
growing development of commercial insurance. What are the merits : 
and the demerits of these two kinds of arrangements? : 


Mr. Brown: I do not think we should speak in terms of the merits . 
or demerits, Friedman. The differences are mainly in the form of bene- 
fits paid out. Historically, most of the commercial companies have 
paid cash indemnity, while Blue Cross was based entirely on the 
service concept; that is, the patient did not receive cash when he went 
to a hospital but received a guaranteed service from the hospital. 


Mr. FrieEDMAN: Doesn’t this tend to lead to a waste of those services 
and a misuse of them? 


Mr. Davis: Not if the method of paying the hospital care is associ- 
ated with a general plan of medical service which makes it to the in- 
terest of the physician to keep the patient out of the hospital and able 
to do his job and to carry on his home activities. 


Mr. FriepMan: It seems to me that that is only going to spread our 
problem to another area. On the hospital care itself, the kind of thing 
which I had in mind and which impresses me is that, if a patient goes 
to a hospital and he knows that being in the hospital is not going to 
cost him anything directly (he has already paid for it in the form of 
a prepayment plan), it seems to me he is much more likely to go to a 
hospital when it is not strictly necessary and to stay there longer than 
he otherwise would. His physician will have the same attitude: That, 
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after all, it will be good for the patient, regardless of whether it is 
worth the extra cost. 


Mr. Brown: Could I add a word to that? I am sure anyone would 
have to admit that, when a third party is paying a bill, the bill becomes 
less personal and, therefore, is of less interest. However, what we have 
attempted to do with Blue Cross is to break Blue Cross down into 
small regional plans where the significance to the individual of over- 
expenditures on the part of himself or his neighbors is brought more 
forcibly home to him. In other words, by having fewer people within 
| the plan, by having it cover a smaller geographical area, we try to 
overcome some of the impersonality to which I would have to agree. 
However, I would ask this question: Is it more important that we 
have no waste in prepayment or that we have the patient’s bill fully 
and adequately covered? Now, unfortunately, the cash indemnity 
plans have not always provided a sizable enough amount of the pa- 
tient’s bill. 


Mr. Davis: I would say that you have to look at this and get the 
answer to the question from another point of view, from the point of 
view of the hospital, although I do not mean to diminish the impor- 
tance of the hospital’s approach. The final answer is in terms of what 
is good for the people, the patient, and the potential patient. No poten- 
tial patient, except a very minute fraction, wants to go to a hospital if 
| he can help it. If we have to go to a hospital, we generally go there 
}, because our doctor says we have to go. The incentive on the part of 
_ the patient going to the hospital arises chiefly from the doctor’s recom- 
mendation, which should be wholly on professional grounds and not 
| on any other. 


Mr. FrrepmMan: It cannot possibly be. Here I speak with hesitancy 
because I am an amateur, but it seems to me there cannot be an abso- 
- lutely hard, sharp, and fast dividing line between the cases that must 
. be in the hospital and those that need, under no circumstances, be. 
\ There are all sorts of margins and shifts here; and I think every one 
of us in our own experience has found this kind of thing. But I want 
to go back to Brown’s point about the indemnity payment. He says 
_ the trouble with paying the fixed sum is that the patient then is not 
adequately covered. This is a question of how much insurance the 
patient wants to buy. If he feels that the amount that is provided for 
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him by this insurance plan is inadequate, what is there to prevent him | 
from buying more, Brown? 


Mr. Brown: The problem that we faced in the commercial insur- 
ance field, as opposed to Blue Cross in this connection, has been that, , 
when rates have to go up to subscribers because hospital rates go up, | 
it has been the trend on the part of too many of our insurance com-- 
panies to retain the same cash benefits and not raise those cash bene-- 
fits to meet the increased hospital cost. I want to say, in fairness to the: 
commerical insurance companies, that the leaders in the field have: 
shown great statesmanship in medical economics, and many of the: 
commercial plans do attempt to give a sufficient cash indemnity tor 
cover most of the hospital bill. : 


Mr. FrrepMan: But then, again, it seems to me what is involved here: 
is that the hospitals ought to conduct an educational campaign to let: 
the patients know how high the cost per day of medical care is so thati 
they will be properly informed about how much insurance they need! 
to carry. 


Mr. Brown: Do you really mean that? 


Mr. Friepman: Absolutely; if your argument is that people do nd 
buy as much insurance as they would, separately, want to buy because: 
they do not know how much it is going to cost them, then the answerl 
to that is: Let us give them the information. 


| 
I 
| 


Mr. Brown: I was being facetious when saying: Do you really thinks 
we need to educate the public as to how high hospital costs are? 


Mr. Davis: I am quite sure you do not. The experience is much too 
painful to be forgotten, and it is a wide subject of conversation around: 
tea tables and around cracker barrels. 


Mr. FriepMan: Again, as a potential patient, I want to bring you ta 
another feature of Blue Cross and similar arrangements that hag! 
bothered me as a prospective customer, and that is the extent to which 
they seem to me to pay for the kinds of things I could pay for myself 
and not to provide me adequate protection against the catastrophe. Why; 
haven’t we had a development in this area of something comparable tc’ 
the hundred-dollar-deductible insurance in automobiles? | 


Mr. Davis: I can answer that in part, because we have examples of 
excellent comprehensive medical service plans which provide for the 
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_ complete services of the doctor, including prevention, and also for hos- 


pitalization usually through the Blue Cross, which enables the patient 
to cover his high-cost illnesses as well as his low-cost illnesses in one 


_ insurance payment, so that he knows, in a year, how much he has to 


budget for all of his bill. 


Mr. Friepman: But don’t most of the Blue Cross plans have a limit 


on the top amount that they will pay? 


Mr. Brown: Not on the top amount; on the number of days’ service. 
Mr. FriepMan: Well, this amounts to the same thing. 


Mr. Brown: For instance, in Illinois we, through Blue Cross, get 
thirty days’ full and ninety days’ half coverage for the entire hospital 
bill. One facet to this question of deductible, or the catastrophic cov- 
erage, is that most hospital bills are not catastrophic in terms of the 
hospital bill. The catastrophe occurs because of what happens to the 
earnings of the patient or of what happens to the family expenses dur- 
ing the time that the patient is not at work and is not productive. 


Mr. FrrepMan: This seems to me to be a question of just where you 
draw the line. But nonetheless it would seem to me that some kind of 
a provision like a hundred, two hundred, or three hundred dollars 
deductible, whatever might be appropriate, would tend to work toward 


_ both more efficiency and protection for the catastrophe. 


Mr. Davis: I do not believe you will satisfy a large proportion of the 
American people. They have gotten used to the concept that medical 
and hospital care is essentially a service. The medical profession tells 
them so. I do not think you will satisfy them. 


Mr. FriepMan: We could continue along this line all day, I can see. 
One thing is clear; there is plenty to argue about. 
How would you summarize your views on this subject, Davis? 


Mr. Davis: My views on this subject are that the American public 
has become sold on the value of hospital care and still more on the 
value of medical service as a whole; that it is going to get comprehen- 
sive medical care, including hospitalization, through a prepayment 
method; and that it will use voluntary methods as far as it thinks they 


work, and then it will use government only as far as is necessary. 


Mr. FriepMan: Brown, how would you summarize your views? 


12 THE UNIVERSITY OF CHICAGO ROUND TABLE 


_ Mr. Brown: Just as I said earlier, the American people are fortunate 
in having access to the best hospital care in the world—a hospital care 
that has kept very much abreast of all scientific developments. I feel 
that the prepayment approach has demonstrated that the people will 
follow it and that it will yield good hospital service. + al 


Mr. FrrepMan: We have ranged over a wide number of issues in 
our discussion today, and, I am sure, have settled none of them; but the 
outstanding issues have been: First, should hospital care be paid for by 
patients or by the government? Second, how should it be paid for? 

We seem to agree that it should be paid for predominantly, though — 
perhaps not exclusively, by the patient and that there is a wide range | 
of alternative plans whereby the arrangements for payments can be - 
made, varying from the individual meeting his own cost, to voluntary _ 
arrangements with commercial insurance companies for indemnity — 
payments, to Blue Cross and similar arrangements for payments of the | 
services rendered. And, finally, at the other extreme, to governmental — 
arrangements for the full payment and meeting of medical expenses. | 


SSS 
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Selections from 


MEDICAL CARE FOR TOMORROW* 
By MICHAEL M. DAVIS 
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It is worthwhile for those directly concerned with the operation of hos- 
pitals to explain to the public why the costs of hospital service are “high,” 
but nevertheless “reasonable.” .. . 

Those who justify hospital costs to the public, however, do so at their 
peril unless they also come openly to grips with two questions: First, how 
can the costs be made bearable for individuals who use hospitals? Second, 
how can they be kept acceptable to society which supports hospitals as a 
whole? 

For the individual, the answer is group payment. Rising hospital costs, 
descending unpredictably upon family incomes, have certainly rendered the 
traditional method of fee-for-service payment wholly unsuited to the eco- 
nomics of hospital service. Through either the insurance or the tax method 
of group payment, hospital costs are distributed over the well and the sick, 
instead of falling only upon the sick. By this distribution, hospital costs de- 
scend to an entirely different level of magnitude. They become only about 
as much per year per capita of the population as they are now per day per 


. patient cared for.... 


A review of health insurance during the past twenty years leads to the 
conclusion that the most significant result of these two decades has been to 
render half the population of the United States familiar with the idea of 
health insurance by actual experience with a little of it; and to familiarize 
many million other Americans with the idea of health insurance as some- 
thing which other people have and they do not... . 

. .. When we view the millions of persons yet unreached, the limited 
services available to most of those who are reached and the small proportion 
of sickness costs covered . . . we must conclude that the development has 
been gravely insufficient and, especially as to physicians’ services, more 
spectacular than solid. 

Insurance, taxation, legislation are only means to an end. The end is the 
delivery of good medical service... . 

* Reprinted, with permission, from Michael M. Davis, Medical Care for Tomorrow 
(New York: Harper & Bros., 1955), pp. 123-24, 267, 397, 262-63, 398, 428. This is a 


summary of the author's views on the subject; it is made up of quotations from the book 
which were selected by Mr. Davis especially for the Rounp TaBze. 
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... Health insurance is a financial mechanism for a medical end .. . 

[The objectives of health insurance are that it should]: 

1. Provide comprehensive medical services—preventive, diagnostic, cura- - 
tive, and rehabilitative—as fully as the scientific resources of medicine and | 
the personnel and facilities of the region allow. . . . 

2. Provide financial protection against the total costs of these comprehen- : 
sive services, execpt in so far as individuals may be subject to minor charges ; 
which contribute to the efficiency and economy of the plan as a whole. 

3. Cover the population, or large sections thereof which can be adminis- - 
tratively determined without individual means tests. . . . 

4. Provide services on a basis which (a) maintains dignity and freedom: 
for professions, hospitals, and patients and (4) promotes quality of care and | 
the advancement of professional education. 

5. A. Administer nonprofit plans on the same principles which have : ; 
proved successful in our voluntary and governmental hospitals; i.e., deter- - 
mination of financial and administrative policies by those who pay dic bills; ; ’ 
of professional matters, by the professions concerned; of policies of joint: 
concern, by conference and negotiation. 

B. Administer plans established on a business basis—insurance com-- 
panies—under accepted principles of public regulation. . . . | 
. In the United States our main reliance should be health insurance asi 

the ‘chief form of group payment, supporting comprehensive physicians’ 
services and short-term hospitalization; supplemented by the use of general | 
tax revenues for the purposes previously outlined. . . . . 

... The major practical question ahead is whether organization in medi-- 
cal service and in medical payment shall be controlled by acquisitive groups, . 
commercial or professional, or on the other hand by bodies which, whether: 
voluntary or governmental, are broadly representative of public and pro-- 
fessional interests, and which proceed in policy and in administration by; 
democratic processes. 


PAYING FOR HOSPITAL CARE* 
By RAY E. BROWN 


* 


I think it essential the public understand that both hospital construction 
and hospital operation reflect the rising costs of our entire economy and 
must be a matter of grave concern to every family. I think we all accept 
the principle that everyone should have access to high-quality medical and 
hospital care. The responsibility for paying for this care must rest first upon 
the individual. And, through the-development of prepayment health plans, 
the majority of our people have the means to enjoy high-quality health 
seryice. A proper choice of the right prepayment hospital-care plan requires 
that the public have knowledge of a particular plan’s costs and the extent 
of the plan’s coverage. 

It is my belief that a broad program of health insurance can provide for 
most of the hospital care for most of the population. Such a voluntary 
prepayment plan should move in the direction of aiding more of those 
people who are now dependent upon charity and free care. There is a small 
percentage of our population who suffer from such serious illness that 
the various devices for health prepayment do not meet hospital costs. It 
is hoped that the various health insurance plans can be adapted to carry 
more of this financial burden. Many hospitals today are accepting partial 
payment and giving free care to a number of patients whose families can- 
not pay the ful! costs of modern hospital care. Even though prepayment 
health insurance plans, partial payment by the patient, and the donation 
of free care by hospitals goes a long way toward meeting the financial 
burden of an individual’s extended illness, government aid is needed. 

In any planning for the financing of health or hospital services, the group 
which does not receive public assistance for other necessities of life but 
does require it for health services constitutes a serious problem. Many peo- 
ple do not have the means to pay the full cost of prepaid health service, 
and government at all levels has not generally assumed responsibility for 
their health services. I believe that there are three areas in which govern- 
ment at the federal, state, and community levels must assume some measure 
of responsibility. 

The first area which would require some program of participation among 
federal, state, and local governments is the nonwage or low-income groups 
in our population. I feel government must assume the load which is now 


* This statement was written by Mr. Brown exclusively for the Rounp TasLe. 
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carried by hospitals and paying patients. The federal government should | 
provide funds to stimulate state and local governments to meet their ob-- 
ligation in providing hospital care for these groups. I am hopeful that : 
something may be done in this area, since a joint committee of the Amer- - 
ican Hospital Association and the Blue Cross Commission are now planning 
to introduce federal legislation to provide care for the indigent on a match-- 
ing-fund basis. 

A second area in which voluntary health insurance is actively seeking 
solutions for hospital care is among the aged in our population. Many of : 
these older people now living on limited income are unable to provide : 
even on a prepayment basis for modern hospital and medical service. 
Because as a group the aged have come to use more and more health serv- 
ices than the remainder of the population and because of their reduced | 
income, the burden of providing health care to this constantly increasing 
group is a national problem. I believe that legislation now being drafted . 
will allow the federal government to establish a grant-in-aid program with . 
the states to provide for voluntary health insurance for the aged population. 
Such a program should provide that an individual in this old age category « 
would also contribute some proportion of the costs of health insurance. 

The third area of pressing health need is among the temporarily unem- - 
ployed. This group needs a mechanism to provide continuity of health. 
insurance during an individual’s period of unemployment. This is a prob-- 
lem which I am sure can be worked out jointly by the three levels of gov- - 
ernment—local, state, and federal—working with private employers, em-- 
ployees, and health insurance organizations. It should always be understood — 
that the expenditure of any federal funds in these health programs must : 
be with local control. 

If all our people are to receive high-quality hospital care, government : 
at all levels must work together with our voluntary health and hospital 
system in developing a suitable mechanism. It must finance it wholly for: 
some and in part for others. This mechanism, if it is to succeed, will 
need the support and cooperation of hospitals and other nongovernmental | 
agencies. 

Finally, I should like to repeat that the primary responsibility for pro-. 
viding adequate hospital care must rest with the individual and his family. 
This is a responsibility which most Americans can assume. The principle : 
of voluntary prepayment which has been worked out over the last three. 
decades offers an opportunity for the majority of American families to: 
budget for their hospital care. Government must not substitute its own | 
planning for individual responsibility. 


| 
| 
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